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MEMORANDUM FOR: Executive Director -Comptroller 


SUBJECT : Inspector General’s Report of Survey of the 
Office of Logistics 


REFERENCE Memo dtd 19 Sept 69 to DD/S fr Ex.Dir-Compt., 
same subj 


1. Thia memorandum forwards, for your information, comments on 
the Inspector General's Survey of the Office of Logistics. 


2. While the Inspector General haa identified a number of subjects 
which he believes are suaceptible of improvement, we are pleased with his over - 
all evaluation of the Office contained in the Introduction of the report. 


"In general, we find that the Office of Logistics is well 
organized and well managed and that a large proportion of its 
personsel is qualified, well motivated and dedicated to the con- 
cept of rendering service. Throughout our survey we found the 
Agency components served by the Office to be virtually unanimous 
in their appreciation of its efforts, which have ranged from small, 
personal services to programs of major magnitude auch as the 
provision of logistical support to southeast Asian operations." 


3. That an office is well managed and serves its customers to their 
satisfaction are two critical tests in assessing the performance of any Agency 
support function. I believe these tests should be kept in mind in weighing 
appropriate actions to be taken on the different recommendations in the report. 
I refer in particular to recommendations to change the organization and manage- 
ment structure of the procurement fuaction, which drew considerable sttention 
in the report. Not only has the present management structure of Logistics met 
the teat ef succeseful operation in the procurement field, it has taken the lead or 
participated in actions designed to avoid emberraasment and adverse publicity to 
the Agency. For example, the Office of Logistics has worked to phage out com- 
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4. The demonstrated ability of the Office to operate successfully in 
the procurement field and to take the initiative to head off trouble to the Agency 
caste serious doubt on the need for or the wisdom of several of the report's 
recommendations, which if taken collectively, would have the effect of moving 
the Agency toward a more centralized procurement system. These recommenda ~ 
tions include establishment of the new position of “Assistant Deputy Director of 
Logistics for Contracting” with command authority over procurement (No. 12); 
replacement of the Contract Review Board with an Agency Contract Policy Review 
Board reporting te the Deputy Director for Support (ne.24); rating of all contract~- 
ing officers by Office of Logistics personnel, regardless of assignment (No. 16); 
and the supervision of NRP contracting done by CIA on the same basis a3 Agency- 
appropriated fund contracting (No. 11), Although the report indicates that our 
present decentralized system has beem ia operation for elmo. ra, it was 
introduced incrementally following the action taken on the | dy," 
and has been fully operative only since March 1969. Besring is mind that the 
system appears to be working well, I believe that over the next year the full 
benefits of the current organization will beceme even more apparent. The top 
management of the Office of Logistics alse strongly supports continustion of the 
present decentralized system in order to gain additienal experience with this 
method of organizing Agency procurement... 


5. All of the Inspector General's recommendations have been considered 
in depth, and the paragraphs which follew are my comments on each recommendation. 


Recommendation No. i 
"That the Director of Logistics: 


a. Broaden the bese of participation by division chiefs in the decision- 
making process om personnel assignments, reassignments, and promotions. 


b. Establish and enforce a program which will ensure that branch and 
section chiefs participate with their diviaion chiefs in the process of per~- 
sonnel managenient and career planning for employees under their juris- 
dictions, perhaps to include at least annual employee counseling. 
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Action or Comment 


a. Concur. Each division chief currently makes recommendations to 
the Director of Logistics about personnel assignments, reassignments, 
training, and promotion for his personnel, but division chiefs are not con- 
vened as a body to debate or vote on specific individual personnel actions 
throughout the Office of Logistics. However, establishment of one or more 
career service penels is again under consideration. 


b. Concur. Before an employce is reassigned, each division chief has 
been requested to discuss the proposed assignment with the branch chief. 
Branch chiefs initiate recommendations for promotions and quality step 
increasea. Each division chief is being encouraged to bring about a greater 
degree of participation by their branch and section chiefs in personnel 
management and career planning. Annual employee counseling ie now being 
performed when the Fitness Report is prepared and more frequently as 
appropriate. 
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d. Concur. 
Recommendation No. 2 


"That the Director of Logistics negotiate with the Director of Security 
an agreement thet all industrial security officers serving with the Office 
of Logiatics be asaigned to the Office of Logistics Security Staff for tra 
ing and for subsequent reassignment to the independent contracting teams 
and staff components." 


Action or Comment 


This recommendation will be implemented as security officers who are 
assigned to the Office of Logistics are available for such training. 


Recommendation No. 3 


"That the Director of Logistics, in consultation ag a Director of 
Security and, as necessery, with eppropriate Deputy Directors, eatablish 
the policy that the Chief, Security Steff, Office of Logistics, shall be the 
reviewing official on fitness reports of Office of Security personnel assigned 
to the independent comtracting teams." 


Aetion or Comment 


Non-concur, 2¢ it is basic Agency policy that personnel assigned to an 
operating component come under the command juriediction of that component, 
including the component's right and responsibility te both rate end review the 
fitness reports of support personnel. The Directors of Security and Logistics 
are agreed, however, that the Chief, Security Staff, Office of Logistics should 
be permitted to examine and to make comments on fitness reports of Office of 
Security personnel assigned toe indepandent contracting teams, and will so 
propose to the appropriate Deputy Directors. 


Recommendation No. 


“That the Director of Logistics explore with the Deputy Director for ; 
end the desirability of subordinating 
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Recommendation No. 5 


"That the Deputy Director fox Support consider transferring responsibility 
for the Agency Safety Program, along with slots, from the Office of Security 
to the Office of Logistics." 


Action or Comment 


Non-~concur, as it is in the beat Agency interest that there be a separation 
of command between the safety program and offices responsible for logistical 
support which are most affected by the program. The matter of the optimum 
organization location of the Agency's safety program was studied extensively 
as part of the recent review of the Building Security Committee. I believe 
that the close functiomal relationship between security and safety end the 
proven capacity of the Office of Security to conduct independent inspections 
provide a firm basis to retain the safety program in Security. 


Recommendation No. 6 


"That the Director of s take action to redesign and renovate 
oe 


Action or Comment 
Concur, subject to the availability of funds. 
Recommendation No. 7 
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Recommendation No. 3 


“That the Director of Logistics initiate with the Director of Finance a 
study to examine the present procedures used in the financial property 
accounting system to achieve still further simplification of those procedures 
and liberalize property and financic! property account requirements in the 
Type I and Type Il accounts.” 


Action or Comment 


Agree in principle with thie recommendation, but note that under the 
planned SIPS Systems, the concept of separate Types 1, Ii, and II 
systems ag now employed will diasppear. Given the expectation that SIPS 
will become operative in 1972, implementation of this reconimendation would 
amount to 2 costly expedient. I would, therefore, prefer to live with the 
present system for the next two years rather than change now and then change 


again. 
Recommendation No. 9 


“Thet the Director of Logistics revise present practice so as to provide 
thet administration of procurement actions assigned to Procurement Division 
is conducted by the unit and officer undertaking the procurement action.” 


Action or Comment 


The present system is working well. The administration (followup) of 
Procurement Division actions directly to the vendor by Central Control and 
Distribution Branch (CCDB) is limited to those actions initiated by the General 
Procurement Branch or Contract Branch procurement). 
Prior to the establishment » the followup on these same actions in the 
Procurement Division was undertaken by an element which was not a part of 
the General Procurement Branch. The Director of Logistics believes it is not 
essential that procurement officers do the followup on actions they initiare 
with vendors. For these reasons, I do not concur. 
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Recommendation No. 10 


“That the Director of Logistics and Chief, Supply Division, consider 
the consolidation of the Central Control and Distribution Branch and[ | 
or take steps to reduce duplication and to revise the 
procedures employed by the units.“ 


Action or Comment 


Admittedly there is some duplication between Central Control and 
Distribution Branch (CCDB) which 
could be eliminated if the Ames Building and th 
were in the same location. This applies particularly to the reproduction 
of action documents. There are, however, . significant differences in the 
scope of the two activities which would need to be accommodated even if 
consolidation in the same location were feasible. The work of the CCDB 
extends to requisitioning of items anywhere in the CIA system -- not just 

- or through outside procurement. 


Prior to establishment of the Central Control system, requisitions 
flowed into four or five different elements of the Office from the requisi- 
tioning Agency component and a like number of telephone inquiries might 
be necessary in order to trace a requisition. The present system has 
enabled the Office to maintain effective follow-up action on requisitions, 
and has greatly improved relations with all Agency components served by 
Supply Division. 


Inasmuch as the duplication is more apparent than real, and given the 
problem of physical separation, I recommend that the current organization 
and procedures of CCDBand[_| remain unchanged, in the expectation 
that the SIPS System will largely eliminate duplication in Logistics control 
procedures. 


Recommendation No. il 


“That the Deputy Director for Support prepare and submit to the Director 
of Central Intelligence for approval recommendations designed to accomplish: 


a. The reaffirmation of the policy established in[ —_—_—| delegating 
procurement authority to the Director of Logistics and authorizing him to 
redelegate that authority . 


b. The rectston of all other existing extraordinary delegations and 
redelegations of procurement authority. 
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c. The redelegation of contracting authority by the Director of 
Logistics to the heads of the various independent contracting teams. 


d. The establishment ef procedures whereby all contracting 
activities obligating funda budgeted by the Agency would be subject 
to policy and procedural review by the Director of Logistics or his 


agents. 
Action or Comment 


Ags noted above, the recommendation would have the Director of 
Logistics assume responsibility for contrzeting actions undertaken by 
OSP and OSA in the execution of the National Reconnaissance Program (NRF). 
Aa far as the Director of Logistics and I are aware, contracting for the 
NKP is currently on a sound and responsible basis end I can perceive no 
reason from an operating point of yiew to make the recommended change. 
Moreover, such a change would affect Agency equities -~ for example, the 
relationship with the Director, Notional Reconnaissance Office -- which 
transcend the interests of the Directorate of Support. If you believe that 
further exploration of this recommendation is necessary, I suggest you 
refer the subject to the Deputy Director for Science and Technology for 
his comments. 


Recommendation No. 12 
"That the Director of Logistics: 


a. Kelieve the Chairman of the Contract Review Board of his 
responsibilitics as Special Assistant to the Director of Logistics. 


b. Establish the new line position of Assistam Deputy Director 
of Logistics for Contracting and assign to the officer occupying the 
position responsibilities essentially as enumerated in paragraph 21, 
above. 


Action or Comnient 


a. Non*concur. The recommendation implies there is a "conflict 
of interest" in having the same officer function as Chairman of the Contract 
Review Board and staff assistant to the Director of Logistics on procurement 
matters. As the Board is advisory to the Director of Logistics, we can 
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perceive no more "conflict of interest" im ghis situation than in having the 
Deputy Director for Science and Tcechaslegy function as the Director's 

senior Kk &D coordinator throughout the entire Agency. Moreover, experience 
to date shows thet the position of Chairnian does not involve 2 full-time effort. 


b. This proposal is the key measure of several recommendations which, 
taken together, would return the Agency to a centralized procurement systen:. 
As discussed above, the present system, which became fully established in 
early 1969 following action taken onthe[ sda ppears to be 
working well. I endorse the Director of Logistics’ suggestion that we continue 
the present decentralized system in order to secure additional experience. 1 
2ls0 note that creation of the new position ef Assistent Deputy Director of 
Logistics for Contracting is additionally difficult to tmplement in this pexiod 
of tightened pexsonnel ceilings. " 


R No. 13 
"That the Director of Logistics extend an invitation to the Contracting 
officers of the Offices of Special Activitiea and of Special Projects to ’ 
attend and participete in the Procurement Officers’ Monthly Meetings. 
Action or Gomment 


Invitations heve been extended to the Senior Contracting Officers of 
OSA and OSP who are aware of the time and place of the monthly meetings. 


Recommendation No. 14 


"That the Deputy Director for Support: 


a, Create a Directorate for Support contracting team consisting 
of personnel drawn from thd S™~*~é—“*;t*™*S*™*™CSCORA thee FeS@ach 
and development contracting activities af the Procurement Division and 
eugmented by zpprepriate security and audit advisors. 


b. Consider sttaching the Directorate for Support contracting team 
to the Office of Communications, " 


Action ox Comment 
a. Non-concur, ag I perceive little adventage to be gained and, as noted 


in my conument in Recommendstion No. 15, there is considerable value in 
maintaining the current structure and responsibilities of Procurement Division. 


re 
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b. Additionclly, as the present system: represents the preference of 
the Office of Communications, I dp not concur. " 


Recommendation No. 15 
"Thet the Director of Logistics: 
a. Abolish the Procurement Division of the Office of Logistics, 
b. Establish 2 Purchasing Division composed of the 
the Registry and Document Control 
» the Covert Procurement Branch, endthel =i 
[___bf Supply Division." 


Action or comment 


Non-concur, as I believe there is considerable merit in retaining the 
Procurement Division in its present orgenizational form. Elsewhere in 
the report (pp. 96 and 97), the point is made that the present system of 
independent contracting teams serving the. other three Directorates appesrs 
to have eroded certain aspecta of « procurement officer's career service. 


While agreeing that the scope of Procurement Division responsibilities 

have been reduced, as an opersting clement it contimues to reflect all 

facets of purchasing and procurement and provides an excellent professional 
entry point to expose newly hired procurement personnel to the totality of 
the Agency procurement spectrum. Its formal type of organization allows 

a young officer to spend a period of tinie in the three identifiable functions 
Miiapiemeanagl nn te me 
background, the officer is then better equipped, upon assignment to an 
independent team, to function in the “wonb-to-tomb” mode where he is 
responsible for cll three functions. 


Recommendation No. 16 
“That the Deputy Director for Support: 
a. Negotiate with the other Deputy Directors en agreement that (1) 
fitness reports of the heads of the independent contracting teams will be 
prepared in the Office of the Director of Logistics and (2) that fitness 


reports of other Logistics officers sssigned to the independent contracting 
teams will be reviewed in the Office of the Director of Logistics. 
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b. Designate the Assistant Deputy Director of Logistics for 
Contracting as the officer responsible (1) for prepering fitness 
reports on the heads of the independent contracting teams for 
review by the Director of Logistics and (2) for reviewing fitness 
reports on Logistics subordinates prepared by the heads of the 
independent contrecting teams." 


Action or comment 


Non-concur. As noted in the response to Recommendation No. 3, it 
is basic Agency policy that officers are rated by the component to which 
they ere assigned. Thia policy hos bean in effect for Support Careerists 
aince 1952. It should be noted that the Director and/or Deputy Director 
of Logistics do examine, for their informsetion, the fitness reports pre- 
pered on all Logistica cereeriats, regardless of where they ere assigned. 


Recommendation No. 17 


" That the Director of Logistics assign to the Assistant Deputy Director 
of Logistics for Contracting responsibility for the analysis of outstanding 
contxacts in settlement with « view toward identifying instances of undue 
delay and finding ways to hasten settlement. " 


Action or comment 


I agree completely with the thrust of the recommendation, but do not 
agree with the specific solution which is suggested (see my comment on 
Recomniendetion Ne. 12b concerning the proposal to establish an Assistant 
Deputy Director of Logistics for Contracting). The Office of Logistics has 
made a contimiing effort to allevicte this problem; the Director of Logistics 
has indicated he will diligently pursue the goal of expediting overdue settle- 
ments. As the report acknowledges, ¢ mumber of contributing factexsa which 
cauee delays in settlement lie outside the Agency's control. 


Recommendation No. 18 
“That the Director of Logistics: 


a. As + service of common concern to thel —t—sOY 


Office and the decentralized contracting teams, assume responsibility 
for the centralized dispatch and receipt of all internal A correspon~ 
dence between headquarters and the Office. 
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b. Requirethe] «(Office to submit 
documentation in one copy only with te understanding that the 
Office of Logistics will repraduce such <dditions] copies as 
may be needed by the contracting teams." 


Action or comment 


Non-concur, 2s there appears to be me advantage in adopting this 
procedure. The Office of Logistics ct ene time did function as a 


central of contect in Headquarters few all transactions with the 
Oifice. Because of delays which resulted, 
e present @ was adopted. 


Recommendation No, 19 


"That the Deputy Director for Support explore with the Deputy Director 
for Science and Technology the feasibility of merging the CONIF and ACORN 
data beses into a single, Agency-wide contract information system." 


Action or comment 


The same proposal was thoroughly investigated by the SLPS staff in 
esrly 1969 which found that the disparere purposes and coveraze of the 
two systems required variations in the data hases which, in turn, could 
be more adequately and simply served by separate systenis. The Director 
of Logistics has undertaken further study of the CONLF System and has 
initiated steps to improve ite det: comtent and programming. Additionally, 
the contract evaluation feature of ACORN will be incorporated into CONIF. 
With this upgrading and given the findings of the SIPS staff, I am satisfied 
that the CONIF System should be continued and that it will adequately serve 
the Office of Logistics’ reeponsibilities to the Acency. 


ecommendation No. 20 
" That the Deputy Director for Support direct: 

a, Thet the Contract Keview Board concentrate its efforts on the 
monitoring of the overall effectiveness of Agency -wide procurement 
policies, procedures, and practices. 

b. That the results of these efforts be reflected in an enmuzl report 


to the Director of Centre] Intelligence, with recommendations for the 
resolution of problems ond the correction of deficiencies. 
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c. That the onal report oddgess all facets of the Agency's 
organization, philosophy, end methods of contracting, to include 
availability ond capebilities of personnel, management techniques — 
and tools, and strengths and deficiencies by category and by case. 


Action or comment 


a. The Director of Logistics and J agree that the Board should 
interest itself increasingly in contract policy and less in individual 
contract review. In its initial period, the Boerd, as the report 
acknowledges, had considerable reservation about ite capability to 
function effectively in a role of policy review and formulation. With 
the experience the members have accrued, I believe the Board is now 
equipped to play a more substantive role in procurement policy, proce- 
dure and practices. 


b. andc. Concur in principle. Ihave requested the Director of 
Logistics to have the Contract Review Board prepare and submit to him 
an annual report including recommendations 2s appropriate, which he 
will forward to senior Agency manager:ent. I have left to the Board's 
discretion what should be included in the report. 


Recomuniendation No. 21 


"That the Deputy Director for Support establish with the Chairman, 
Contract Review Board, an understanding that the Board's authorities 
extend to include review of external analytical and production contracts 
and 90 inform all Agency components engaged in these categories of 
contracting cctivities." 


Action or comment 


The Contract Review Board hes thus far taken the position that its 
primary focus of attention should be on research and developinent contracts. 
The Director of Logistics, however, has the authority to bring ell classes 
of contracts to the Boaxd's attention, As 2 matter of policy, he will now 
refer contracts for external research to the Board because, while such 
contxects are mexely 2 means of purchasing intelligence reports from 
private institutions, they do represent cases with unique implications for 
the Agency. He will also bring production contracts to the Board's attention 
when their uniqueness or complexity might justify considexstion by the Board. 


Approved For Release 2003/05/27 : CHY-RDP84-00780R003400080025-2 


SEGiC 


Approved For Release 2003/05/27 gris -00780R003400080025-2 
SEU 


Recommendation No. 22 


" That the Deputy Director for Support seck revision of| or 
its successor issucnce, to proyide for sutomatic consideretion by the 
Contract Review Board of contracts valued in excess of $250 thousand, " 


Action or comment 


While I do not disagree with the threshold proposed, the $150, 000 
limitation established es the basis for Contract Review Board action 
was chosen to reflect the limit now used as the maximum operational 
approve! authority delegated to 2 Deputy Director. We would prefer to 
continue our policy of having the Board level be consistent with this 
threshold and have the Board's cognizasce changed as adjustments ere 


made in this authority. 
Recommendztion No. 23 


" That the Deputy Director for Support seek authorization, either by 
consultation with the other Deputy Directors ox, if necessary, by referral 
to the Director of Central Intelligence, for the Contract Review Board to 
have access to any and all infermction (except as specifically exempted 
by competent authority), or to the advice of any Agency personnel, that 
may be required for its detexminstion of the desirability and velidity of 
comtracts referred to the Board for consideration." 


Action or comment 


It is my understanding that this recommendation is based on a single 
instance in which the Board initially requested and then, of its own accord, 
agreed to forego 2 fall operation:1 briefing on 2 sensitive project and instead 
relied on the presence of technic: officers to supply information needed in 
the Board deliberations on the project. I believe the present arrangement 
for access to compartmented infoxmtion within the restreint of “need to 
know" permits the Board to function effectively. Should e similer situation 
érige, I would prefer to handle iz on en individuel besis through regulor 
channels, rather than work out a new blenket authority for the Bocrd. 


Reconimendation No. 24 
"“ That the Deputy Director for Support make the Agency Contract Keview 


Board advisory to him rsther than to the Director of Logistics; and that he 
change the name to the Agency Contracting Policy Review Board. " 
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Action or Comment 


Non-concur, I look to the Director of Logistics as the responsible 
Agency officer for all Agency contracting actions (except those specif- 
ically exempted by the Director). The Centract Review Board was 
established to advise the Director of Logistics and I prefer to continue 
to have the Board report to him. 
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